•f  r  '  '  •"^^v%^^''  •  '"r 


Thursday 
June  11,  1981 


Part  III 


Department  of 
Transportation 

Federal  Highway  Administration 

Motor  Carriers;  Minimum  Levels  of 
Financial  Responsibility 


30974 


Federal  Register  /  Vol.  46.  No.  112  /  Thursday,  June  11. 1981  /  Rules  and  Regulations 


DEPARTMENT  OF  TRANSPORTATION 

Federal  Highway  Administration 
49  CFR  Part  387 

IBMCS  Docket  No.  MC-94;  Arndt.  No.  81-3) 

Minimum  Levels  of  Financial 
Responsibility  for  Motor  Carriers 

agency:  Federal  Highway 
Administration  (FHWA),  DOT. 

ACTION:  Final  rule. 

SUMMARY:  This  document  establishes 
minimum  levels  of  financial 
responsibility  for  for-hire  motor  carriers 
of  property  involved  in  interstate  or 
foreign  transportation  and  for  motor 
carriers  transporting  hazardous 
materials  in  intrastate  or  interstate 
commerce,  in  accord  with  the  provisions 
of  Section  30  of  the  Motor  Carrier  Act  of 

1980,  and  further  provides  for  the 
implementation  and  enforcement  of  the 
standards  set  forth. 

date:  The  rule  is  effective  on  July  1, 

1981. 

FOR  FURTHER  INFORMATION  CONTACT: 

Mr.  Gerald  J.  Davis,  Bureau  of  Motor 
Carrier  Safety  (BMCS),  (202)  426-9767; 
or  Mr.  Gerald  M.  Tierney,  Office  of  the 
Chief  Counsel,  (202)  426-0346,  Federal 
Highway  Administration,  Department  of 
Transportation,  Washington,  D.C.  20590. 
Office  hours  are  &om  7:45  a.m.  to  4:15 
p.m.  ET,  Monday  through  Friday. 
SUPPLEMENTARY  INFORMATION:  The 
FHWA  has  determined  that  this 
document  is  a  major  proposal  under 
Executive  Order  12291  and  that  this 
rulemaking  action  is  considered  to  be 
significant  under  the  DOT’S  regulatory 
policies  and  procedures.  The 
requirement  to  conduct  a  regulatory 
impact  analysis  prior  to  promulgation 
was  waived  by  OMB  since  their  review 
found  this  final  regulation  consistent 
with  the  principles  of  Executive  Order 
12291.  A  regulatory  evaluation  and  a 
regulatory  flexibility  analysis  are 
available  for  inspection  in  the  public 
docket  and  may  be  obtained  by 
contacting  Mr.  Gerald  J.  Davis  of  the 
program  office  at  the  address  specified 
above. 

Background 

On  July  1, 1980,  the  President  signed 
the  Motor  Carrier  Act  of  1980,  Pub.  L 
96-296.  Section  30  of  the  Act  prescribes 
that  minimum  levels  of  financial 
responsibility  be  set  for  for-hire  motor 
carriers  of  property  involved  in 
interstate  or  foreign  transportation  and 
for  the  transportation  of  hazardous 
materials  in  intrastate  and  interstate 


commerce.  The  Act  limits  the 
applicability  of  these  requirements  to 
motor  vehicles  having  a  gross  vehicle 
weight  rating  of  10,000  pounds  or  more. 

The  Act  establishes  minimum  dollar 
levels  of  financial  responsibility  that 
must  be  met  by  affected  persons  1  year 
from  the  date  of  enactment  of  the  Act 
unless  the  Secretary  of  Transportation 
issues  regulations  that  require  higher  or 
tower  levels. 

The  Secretary’s  authority  to  reduce 
those  levels  is  limited.  The  statute 
generally  precludes  the  Secretary  from 
reducing  the  minimum  levels  below 
specified  levels  and  generally  provides 
that  the  authority  to  impose  reduced 
levels  applies  oidy  to  a  period  of  up  to  2 
years  beginning  either  on  (1)  the 
effective  date  of  the  rule,  provided  that 
the  rule  is  made  effective  within  1  year 
after  enactment,  or  (2)  the  366th  day 
after  enactment,  provided  that  the  rule 
is  made  effective  1  year  after  enactment 
or  later.  The  period  of  time  is  herein 
referred  to  as  a  2-year  “phase-in 
period.” 

The  purpose  of  the  financial 
responsibility  provisions  of  the  Motor 
Carrier  Act  of  1980  is  to  create 
incentives  for  the  motor  carrier  industry 
to  focus  on  the  safety  aspects  of 
highway  transportation  and  to  assure 
the  general  public  that  a  motor  carrier 
maintains  an  adequate  level  of  financial 
responsibility  sufficient  to  satisfy  claims 
covering  public  liability  and 
environmental  restoration  liability.  The 
legislative  history  of  Section  30 
indicates  a  congressional  belief  that 
increased  financial  responsibility  will 
lead  to  improved  safety  performance  as 
unsafe  motor  carriers  will  incur  higher 
premiums  than  safe  carriers,  or  will  be 
unable  to  obtain  coverage.  The  Congress 
expected  that  motor  carriers  which 
maintain  high  levels  of  safety  would  be 
evaluated  in  a  favorable  light  by 
insurance  or  surety  companies.  Since 
generally  the  premiums  that  insurance 
or  surety  companies  actually  charge  are 
directly  related  to  the  insured  motor 
carrier’s  record  of  loss  experience,  the 
minimum  levels  of  financial 
responsibility  for  public  liability, 
property  damage,  and  environmental 
restoration  required  in  the  Act  should 
initiate  a  new  and  major  focus  on  motor 
carrier  safety. 

The  BMCS  published  an  Advance 
Notice  of  Proposed  Rulemaking 
(ANPRM)  in  the  Federal  Register  on 
Thursday,  August  28, 1980  (45  FR  57676). 
An  errata  notice  appeared  in  the 
September  8, 1980,  issue  of  the  Federal 
Register  (45  FR  59177)  to  correct  two 
words  that  originally  appeared  on  45  FR 
57676.  The  ANPRM  set  forth  a  series  of 
23  questions  for  the  purpose  of  gathering 


information  aimed  at  assisting  the 
FHWA  in  the  promulgation  of 
reasonable  and  comprehensive 
regulations  in  the  area  of  motor  carrier 
financial  responsibility  and  in  the 
development  of  a  report  for  the 
Secretary  of  Transportation  to  submit  to 
Congress.  Responses  to  the  ANPRM 
numbered  114  and  represented  segments 
of  the  motor  carrier  industry,  including 
representative  associations,  as  well  as 
the  insurance  industry  and  its 
representative  associations.  State 
insurance  commissions.  Federal 
government  agencies,  and  other 
interested  persons. 

A  Notice  of  Proposed  Rulemaking 
(NPRM)  was  subsequently  published  in 
the  Federal  Register  on  Monday, 

January  26, 1981  (46  FR  8186).  The  NPRM 
discussed  the  comments  on  the  ANPRM, 
asked  for  responses  to  11  specific 
questions  concerning  intercorporate 
hauling  and  tow  truck  operations,  and 
set  forth  proposed  rules  for  minimum 
levels  of  financial  responsbility  for 
motor  carriers.  Approximately  345 
responses  to  the  NPRM  were  received 
from  a  wide  variety  of  respondents  as 
shown  below. 

1.  Motor  carriers 

2.  Motor  carriers  of  hazardous 
materials 

3.  Shipper  associations 

5.  Independent  owner-operators 

6.  Transportation  consultants 

7.  Insurance  companies 

8.  Insurance  associations 

9.  Insurance  consultants 

10.  Trucking  associations 

11.  Leasing  companies 

12.  Government  agencies 

13.  U.S.  congressional  representatives 

14.  Hazardous  materials 
manufacturers 

15.  Other  interested  persons 

The  following  is  a  discussion  of  the 
final  rule. 

Purpose,  Scope  and  Applicability 
(§§  387.1  and  387.3) 

These  rules  apply  only  to  motor 
vehicles  with  a  gross  vehicle  weight 
rating  (GVWR)  of  10,000  pounds  or 
more.  Congress,  in  subsection  (f)  of 
section  30  of  the  Motor  Carrier  Act  of 
1980,  specifically  exempted  vehicles 
weighing  less. 

The  minimum  levels  of  financial 
responsibility,  covering  public  liability, 
property  damage,  and  environmental 
restoration  liability,  applies  to  for-hire 
motor  carriers  operating  motor  vehicles 
transporting  nonhazardous  property  in 
interstate  or  foreign  commerce.  The  term 
“for-hire  motor  carrier”  includes  motor 
carriers  operating  under  certificates  of 
permits  issued  by  the  Interstate 
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Commerce  Commission  (ICC),  certain 
motor  carriers  involved  in 
intercorporate  hauling,  which  is 
discussed  further  below,  and  for-hire 
motor  carriers  that  are  exempt  from  the 
ICC’s  economic  regulations  (49  U.S.C. 
10523, 10525,  and  10526).  It  was  the 
intent  of  Congress  to  exclude  intrastate 
transportation  and  private  carriage  from 
these  requirements  when  transporting 
nonhazardous  materials  (H.R.  Kept.  96- 
1069,  p.  43). 

The  NPRM  stated,  “the  legislative 
history  of  section  30  indicates  a 
congressional  belief  that  increased 
bnancial  responsibility  will  lead  to 
improved  safety  performance  as  unsafe 
motor  carriers  will  incur  higher 
premiums  than  safe  carriers,  or  will  be 
unable  to  obtain  coverage.”  Numerous 
commenters  took  exception  to  the 
congressional  belief  stated  above.  The 
American  Insurance  Association  (AIA) 
whose  membership,  it  claims,  writes  41 
percent  of  all  motor  carrier  coverage, 
made  the  following  statements  which 
generally  sum  up  the  position  taken  by 
the  other  respondents. 

“The  congressional  belief  is  not 
substantiated  by  the  facts.  Individual 
insurers  can  refuse  to  voluntarily 
provide  coverage  based  on  objectively 
poor  accident  history,  Hnancial 
instability  or  failure  to  meet  prescribed 
safety  standards.  However,  all  motor 
carriers  have  access  to  insurance.  Every 
jurisdiction  provides  for  the  assignment 
of  risks  through  a  residual  market 
mechanism  (commonly  referred  to  as 
assigned  risk  plans)  *  *  *  It  must  be 
emphasized  that  anyone,  regardless  of 
accident  history  or  financial  stability, 
must  be  provided  insurance  protection 
for  the  limits  and  coverages  required  by 
law.  There  are  only  two  conditions  that 
would  preclude  coverage  through  a 
residual  market  plan: 

— Failure  to  maintain  a  valid 
operator’s  permit;  and 

— Failure  to  pay  premium. 

Based  on  this  factual  observation,  the 
congressional  belief  that  motor  carriers 
will  be  unable  to  obtain  coverage  is 
incorrect. 

“The  second  premise  of  congressional 
intent  was  that  ‘unsafe  carriers  will 
incur  higher  premiums.’  This  belief, 
likewise,  is  not  factual  in  all  instances. 
All  rate  levels  upon  which  premiums  are 
based  in  the  residual  market  are  subject 
to  the  prior  approval  of  the  individual 
State  insurance  regulators. 

“In  several  states  the  residual  market 
rate  levels  are  competitive  with  or  lower 
than  the  voluntary  market  rate  level. 

(For  example,  in  New  Jersey  the  residual 
market  rate  level  is  20.4%  below  that  of 
the  ISO  (Insurance  Services  Office);  in 
New  York  9.5%  below;  in  Virginia  20.6% 


below;  in  Wisconsin  17.2%  below.) 
Whether  politically  or  socially 
motivated,  the  residual  market  rate  level 
is  artificially  depressed,  resulting  in  a 
real  world  situation  that  is  not  attune 
with  the  congressional  belief.” 

No  comments  were  received  to 
contradict  this  statement.  It  should  be 
noted,  however,  that  the  majority  of  the 
State  residual  market  rate  levels  are 
higher  than  those  of  the  voluntary 
market.  Thus  it  is  believed  that  there  is 
some  incentive,  though  perhaps  to  a 
lesser  degree  than  originally 
contemplated,  that  will  lead  to  improved 
safety  performance.  Subsection  (e)  of 
Section  30  requires  the  Secretary  to 
submit  a  report  to  Congress  upon  the 
regulations  issued  under  section  30.  This 
concern  will  be  addressed  in  that  report. 

The  Travelers  Insurance  Companies, 
in  a  comment  received  on  April  13, 
maintained  that  section  30(b)(3)(B) 
granted  to  the  Secretary  the  authority  to 
reduce,  for  any  amount  of  time,  the 
amount  of  Hnancial  responsibility  which 
must  be  maintained  in  the  case  of  any 
vehicle  transporting  nonbulk  hazardous 
material  in  intrastate  commerce,  if  the 
Secretary  finds  that  such  reduction  will 
not  adversely  affect  public  safety.  The 
Travelers  stated  its  belief  that  no 
Federal  Hnancial  responsibility 
requirement  should  be  imposed  on  this 
class  of  carrier.' 

We  agree  that  the  Act  does  grant  the 
Secretary  the  authority  to  reduce,  for 
any  amount  of  time,  the  amoimts  of 
financial  responsibility  required  for  the 
intrastate  carriage  of  nonbulk  hazardous 
materials.  The  Congress  was  concerned 
that  the  Secretary  exercise  the  authority 
granted  under  section  30(b)(3)(B)  so, 

“*  *  *  that  local  operations  dealing  with 
only  small  quantities  of  hazardous 
materials  will  not  be  unduly  burdened.” 
(HJl.  Rept.  96-1069,  page  44.)  The 
Department  is  also  concerned  that  many 
persons  who  fall  into  this  category  have 
never  before  been  subject  to  Federal 
regulation  (farmers,  plumbers,  paint 
store  dealers,  florists,  and  the  like). 
While  this  class  would  include  motor 
carriers  who  may  or  may  not  be  subject 
to  State  regulation,  the  class  also 
contains  large  numbers  of  “private” 
carriers.  This  latter  group,  we  note, 
would  share  many  of  the  characteristics 
of  private  carriage  noted  in  the 
discussion  regarding  intercorporate 
hauling  located  elsewhere  in  this 
statement  (i.e.,  nontransportation  assets 
which  serve  as  an  incentive  to  operate 
safely  and  as  a  source  for 
compensation).  The  large  majority  of 
States  prescribe  minimum  levels  of 
financial  responsibility  for  the  operation 
of  motor  vehicles.  Such  requirements 


would  be  applicable  to  the  intrastate 
carriage  of  nonbulk  hazardous 
materials.  In  a  few  States  (5  States  and 
the  District  of  Columbia  according  to 
BMCS’  information),  no  levels  of 
financial  responsibility  applicable  to 
commercial  motor  vehicles  have  been 
established.  However,  it  can  be 
assumed  that  in  such  States  the  lack  of 
such  a  requirement  has  been  an 
affirmative  action  on  the  part  of  those 
States  representing  their  assessments 
that  the  public  safety  in  their  State  is 
assured  in  other  ways. 

It  is  therefore  believed  that,  as  to 
intrastate  carriage  of  nonbulk  hazardous 
materials,  existing  State  laws  and 
requirements  adequately  protect  the 
public  safety  in  those  States  and 
variations  amongst  such  State 
requirements  reflect  the  considered 
judgments  of  the  respective  State 
legislatures.  Consequently,  it  has  been 
decided  to  use  the  authority  under 
section  30(b)(3)(B)  to  effectively  exempt 
intrastate  carriers  of  nonbulk  hazardous 
materials  fix)m  this  rule. 

It  is  recognized,  however,  that  this 
issue  was  raised  late  in  the  rulemaking 
process  and,  due  to  the  constraints  of 
time  imposed  by  the  Motor  Carrier  Act, 
has  not  been  the  subject  of  additional 
public  participation.  The  Bureau, 
therefore,  specifically  solicits  comments, 
data,  and  information  on: 

1.  Whether  intrastate  carriers  of 
nonbulk  hazardous  materials  should  be 
required  to  maintain  federally 
established  minimum  levels  of  financial 
responsibility. 

2.  If  so,  what  levels  should  be 
established  for  such  carriers? 

3.  Should  differing  classes  of 
intrastate  carriers  be  treated  differently? 

4.  If  so,  what  distinctions  (for-hire  vs. 
private  carriage,  regulated  vs. 
nonregulated,  subject  to  State 
requirements  vs.  not  so  subject)  should 
form  the  basis  for  differing  treatment? 

5.  Any  other  comments  bearing  on  the 
Secretary’s  exercise  of  the  authority 
provided  by  section  30(b)(3)(B). 

Comments  and  information  received 
in  response  to  this  request  will  be 
incorporated,  as  appropriate,  in  the 
Secretary’s  report  to  the  Congress 
pursuant  to  section  30(e)  and  will  also 
be  used  to  determine  whether  a  new 
rulemaking  action  should  be  initiated  to 
assure  the  public  safety  while  further 
assuring,  “.  .  .  that  local  operations 
dealing  with  only  small  quantities  of 
hazardous  materials  will  not  be  unduly 
burdened.”  (H.R.  Rept.  96-1069,  page  44.) 

Definitions  (§  387.5) 

As  used  in  this  part,  there  are  15 
definitions  included  in  these  rules.  A 
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few  of  them  require  the  presentation  of 
background  information  in  order  to 
understand  fully  the  underlying 
rationale  of  the  definitions. 

Several  commenters,  representing  the 
interests  of  the  insurance  industry, 
suggested  the  addition  of  three 
definitions  that  were  not  proposed  in  the 
NPRM.  The  commenters  stated  that 
definitions  of  the  word  “accident",  and 
the  terms  “bodily  injury”  and  “property 
damage”  were  needed  to  clarify  the 
intent  of  the  required  endorsement 
(Form  MCS-90).  These  definitions  have 
been  added  to  the  final  rule. 

Cancellation  of  insurance— The 
definition  remains  the  same  as  it  was 
proposed  in  the  NPRM.  However,  it 
should  be  noted  that  the  required 
endorsement  (Form  MCS-90)  may  be 
canceled  without  canceling  or 
terminating  the  policy  of  insurance.  (See 
discussion  of  §  387.7  below) 

Endorsement — ^An  endorsement  is  an 
amendment  to  a  policy  of  insurance.  The 
endorsement  is  a  prescribed  form  (Form 
MCS-90)  and  must  be  attached  to  the 
policy  of  insurance  and  be  maintained 
at  the  motor  carrier’s  principal  place  of 
business.  The  NPRM  would  required 
motor  carriers  to  secure  a  single 
endorsement  for  the  liability  amounts 
set  forth  in  these  rules  in  order  to  satisfy 
the  requirements  of  these  rules.  The 
proposed  language  effectively  precluded 
aggregation  of  the  required  amounts  of 
financial  responsibility  by  motor 
carriers.  Several  commenters  argued 
that  to  disallow  aggregation  would  be  a 
disservice  to  the  motor  carriers  as  well 
as  to  many  of  the  insurance  companies 
serving  them.  Their  rationale  included 
the  following  points: 

1.  Paragraphs  (d)(1)  and  (d)(2)  of 
Section  30  of  the  Motor  Carrier  Act  of 
1980  clearly  place  the  responsibility  for 
maintaining  adequate  amounts  of 
financial  responsibility  coverage  on  the 
motor  carrier.  Allowing  aggregation 
would  go  a  long  way  toward  reducing 
the  bui^en  of  the  regulation  by  leaving 
to  negotiation,  between  the  motor 
carrier  and  the  insurance  industry,  how 
the  motor  carrier  will  secure  the  full 
amount  of  financial  responsibility 
required. 

2.  Many  small  and  medium-sized 
insurance  companies  who  now  provide 
coverage  for  regulated  or  private 
carriers  are  either  unable  or  unwilling  to 
certify  large  dollar  amounts  of  coverage. 

3.  Several  States  limit  the  amount  of 
coverage  that  a  company  may  write  to 
10  percent  of  the  company’s  surplus 
(policy  holder  premium  retention). 
Aggregation  would  allow  insurance 
companies  with  surpluses  between  $10 
and  $50  million  to  continue  to  write 
coverage  for  motor  carriers  not  hauling 


highly  hazardous  materials  and  would 
allow  them  to  provide  a  first  layer  of 
coverage  for  carriers  of  highly 
hazardous  materials. 

4.  If  a  substantial  number  of  insurance 
companies  withdraw  from  the  motor 
carrier  market  because  they  are  either 
unable  or  unwilling  to  provide  limits  up 
to  $5  million  (the  amount  of  coverage 
required  by  statute  for  the  carriage  of 
highly  hazardous  materials  after  July  1. 
1983),  many  of  the  smaller  motor 
carriers  currently  insured  voluntarily  by 
small  insurance  companies  may  be 
forced  to  seek  coverage  from  the 
involuntary  market  (assigned  risk 
plans).  The  involuntary  market  is 
subsidized  by  the  voluntary  market  and 
the  subsidy  must  be  passed  through  in 
the  form  of  higher  costs  for  motor 
carriers  insured  voluntarily,  and 
ultimately  to  the  public. 

5.  Allowing  aggregation  will  keep 
many  small  and  medium-sized  insurance 
companies  in  the  motor  carrier 
marketplace,  thereby  enhancing 
competition. 

The  arguments  presented  have  merit 
and  no  arguments  to  the  contrary  were 
received.  Therefore,  section  387.7(d)(1) 
of  this  part  has  been  changed,  as  has 
been  the  endorsement,  to  allow 
aggregation  of  the  required  amounts  of 
financial  responsibility. 

The  NPRM  gave  notice  that  the  BMCS 
and  the  ICC  were  working  closely  in  an 
attempt  to  develop  both  an  endorsement 
form  and  a  surety  bond  form  that  could 
be  used  by  both  agencies,  the  insurance 
companies,  and  the  various  States  with 
no  disruption  in  their  methods  of 
operation.  It  was  further  stated  that 
should  the  proposed  modifications  be 
adopted,  no  additional  paperwork 
would  be  required  when  initiating  a  new 
filing  of  a  policy  of  insurance  for  a  motor 
carrier  operating  under  ICC  authority. 

The  endorsement  that  appeared  in  the 
NPRM  contained  the  following 
language — 

The  Company  certifies  that  the  insured  has 
represented  that  the  transportation 
operations  conducted  are  adequately 
described  under  subparagraph  —  above  and 
that  said  insured  has  a  policy  in  force  in 
single  limit  amounts  of  at  least  $ 

The  ICC  would  not  accept  such 
language  in  the  proposed  endorsement 
form  or  in  the  proposed  surety  bond 
form.  It  is  their  contention  that  language 
of  this  nature  limits  the  public’s 
protection.  The  ICC  further  stated: 

The  provision  serves  no  purpose  except  to 
limit  an  insurance  company’s  liability  in 
instances  where  there  is  a  dispute  as  to  the 
amount  of  insurance  required  for  the  actual 
operation  of  the  carrier  in  contrast  to  the 
amount  of  insurance  in  the  policy  based  upon 
the  carrier’s  description  of  its  operations. 


*  *  *  The  purpose  of  the  endorsement  is  to 
give  full  security  for  the  protection  of  the 
public  up  to  the  limits  prescribed.  The  public 
should  be  permitted  to  rely  upon  the 
protection  of  the  endorsement. 

As  stated  previously,  paragraphs 
(d)(1)  and  (d)(2)  of  Section  30  of  the 
Motor  Carrier  Act  of  1980  clearly  place 
the  responsibility  for  maintaining 
adequate  amounts  of  financial 
responsibility  coverage  on  the  motor 
carrier.  Clearly  stating  what  the 
insurer’s  limit  of  liability  will  be  in  the 
endorsement  will  not  mitigate  the 
protection  afforded  the  public  in  any 
way.  Continuing  the  ICC  policy  of 
holding  the  insurer  responsible, 
irrespective  of  the  motor  carrier’s  action, 
would  be  tantamount  to  regulating  the 
insurance  industry.  Clearly,  we  do  not 
have  that  authority.  Further,  Congress 
established  a  “tiered”  system  to  require 
various  levels  of  financial  responsibility 
based  on  commodities  transported  by 
the  motor  carrier.  The  commenters 
representing  the  insurance  industry  have 
made  it  very  clear  that  without  a 
limiting  clause  in  the  endorsement  and 
surety  bond  form,  they  would  have  no 
choice  but  to  write  policies  of  insurance 
and  surety  bonds  at  the  maximum  level 
of  $5  million  and  refuse  to  underwrite 
any  lesser  amount.  This  action  would 
effectively  negate  the  congressional 
intent  to  “tier”  the  required  coverage 
and  would  create  an  economic  hardship 
on  the  small  motor  carriers  and  small 
insurance  companies.  Language  limiting 
the  insurer’s  liability  will,  therefore, 
appear  on  both  the  endorsement  and  the 
surety  bond. 

En  vironmental  restoration — 
Commenters  to  the  docket  representing 
insurance  companies  and  insurance 
associations  took  exception  to  the 
proposed  definition  that  appeared  in  the 
NPRM.  The  AIA  submitted  comments 
which  were  endorsed  by  most  of  the 
respondents  from  the  insurance 
industry.  Its  statement  is  as  follows: 

The  definition  in  the  current  rulemaking  is 
all  encompassing  and  overlaps  the  current 
protection  afforded  motor  carriers.  Coverage 
currently  provides  for  "bodily  injury” 

(defined  as  bodily  injury,  sickness  or  disease 
and  includes  death  resulting  from  any  of 
these)  and  “property  damage”  (defined  as 
damage  to  or  loss  of  use  of  tangible  property). 
We  believe  that  the  addition  of  liability  for 
"environment  restoration”  is  intended  to 
clarify  that  coverage.  The  current  protection 
covers  damage  to  natural  resources,  e.g.  the 
oil  spill  is  cleaned  up.  The  definition 
advanced  in  the  rulemaking  would  have 
environmental  restoration  afford  protection 
for  loss  of  income,  impairment  of  earning 
capacity,  out-of-pocket  medical  expense, 
burial  costs,  and  damage  to  real  or  personal 
property — all  of  which  are  encompassed  in 


Federal  Register  /  Vol.  46,  No.  112  /  Thursday,  June  11,  1981  /  Rules  and  Regulations 


30977 


bodily  injury  damage.  The  rulemaking  would 
create  a  new  liability  system.  Environmental 
restoration  must  be  a  coverage  that  falls 
within  the  purview  of  the  current  liability 
systems;  it  must  not  create  the  liability  *  *  *. 

The  deHnition  of  environmental  restoration 
should  be  limited  to  provide  coverage  “to 
restore  the  environment.”  The  term 
environment  (as  deflned  by  Webster]  means 
“the  complex  of  climatic,  edaphic  (of  or 
relating  to  the  soil),  and  biotic  factors  that  act 
upon  an  organism  or  an  ecological 
community  and  ultimately  determine  its  form 
and  survival.”  The  intent  of  environmental 
restoration  is  to  clarify  protection  of  those 
natural  resources  that  affect  and  determine 
the  course  of  living  creatures. 

The  comments  submitted  have  merit 
and  are  reflected  in  the  revised 
dehnition.  Additionally,  it  is  believed 
that  Congress  intended  “environmental 
restoration”  liability  coverage  to  be 
limited  to  restitution  for  the  loss, 
damage  or  destruction  of  natural 
resources  arising  out  of  the  accidental 
discharge,  dispersal,  release  or  escape 
into  or  upon  the  land,  atmosphere,  water 
course  or  body  of  water  of  any 
commodity  transported  by  a  motor 
carrier. 

Several  commenters  voiced  concern 
about  the  interrelationship  of  Section  30 
of  the  Motor  Carrier  Act  of  1980  and  the 
Comprehensive  Environmental 
Response,  Compensation  and  Liability 
Act  of  1980  (CERCLA)  (Pub.  L  96-510) 
(Superfund).  The  commenters  were 
fearful  of  the  potential  for  duplication 
and  stacking  of  limits  under  both  Acts. 
Section  108(b)(5)  of  Pub.  L.  96-510 
clearly  precludes  that  possibility  with 
the  following  language: 

The  requirements  for  evidence  of  fmancial 
responsibility  for  motor  carriers  covered  by 
this  Act  shall  be  determined  under  Section  30 
of  the  Motor  Carrier  Act  of  1980,  Pub.  L.  96- 
296. 

For-hire  carriage — The  NPRM 
proposed  to  subject  intercorporate 
hauling  of  property  to  the  requirements 
of  these  rules  applicable  to  for-hire 
carriage  of  nonhazardous  materials 
regardless  of  whether  such 
intercorporate  hauling  would  be 
regulated  by  the  ICC.  (The  carriage  of 
hazardous  materials  is  subject  to  section 
30(b)  without  regard  to  whether  it  be  by 
for-hire  or  private  carriage.)  Section  9  of 
the  Motor  Carrier  Act  of  1980  exempts 
from  ICC  regulation  intercorporate 
hauling  by  one  member  of  a  corporate 
family  for  another  member  of  that  family 
when  each  member  is  100  percent 
owned  by  the  parent,  provided  the 
parent  corporation  notibes  the  ICC  of  its 
intent  to  provide  such  transportation,  a 
notice  to  that  effect  is  published  in  the 
Federal  Register,  and  a  copy  of  such 
notice  is  carried  in  the  cab  of  all 
vehicles  conducting  such  transportation. 


In  response  to  the  ANPRM,  the  Private 
Carrier  Conference,  Inc.,  (PCC)  of  the 
American  Trucking  Associations,  Inc. 
commented  that  intercorporate  hauling 
between  corporations  with  100  percent 
common  ownership  should  be 
considered  private  carriage  for  the 
purposes  of  section  30  of  the  Motor 
Carrier  Act  of  1980.  This  comment  as 
well  as  the  reasons  for  our  proposal, 
were  discussed  in  detail  in  the  NPRM 
(46  FR  8186,  8188).  The  PCC  has  not 
responded  to  the  NPRM.  However,  other 
comments  have  been  received  on  this 
subject.  The  National  Industrial  Traffic 
League  (NITL)  and  the  Private  Truck 
Council  of  American  (PTCA)  both 
opposed  the  inclusion  of  this  type  of 
intercorporate  hauling  under  the 
coverage  of  these  rules.  Essentially, 
PTCA  repeats  the  arguments  offered  by 
the  PCC  and  discussed  in  the  preamble 
to  the  NPRM.  These  arguments  are 
based  primarily  on  its  reading  of  the 
legislative  history  of  section  9  of  the  Act 

The  Bureau’s  view  of  the  relevant 
legislative  history  has  been  set  out  in 
the  NPRM  and  on  this  point  remains 
unchanged.  It  is  the  position  of  the 
Bureau  that  the  legislative  history  of 
section  9  makes  clear  that 
intercorporate  hauling  should  be  treated 
as  private  carriage  for  purposes  of  ICC 
regulation,  but  that  the  section  does  not 
address  the  issue  of  DOT  safety 
regulation.  Section  9  daes  not  state  that 
intercorporate  hauling  is  private 
carriage,  simply  that  such  carriage  is  not 
subject  to  ICC  regulation.  In  fact  section 
9  requires  intercorporate  haulers  to  take 
certain  actions  in  order  to  avail 
themselves  of  the  exemption  which 
private  carriers  need  not  take  to  avoid 
ICC  regulation. 

Other  commenters  including  the 
American  Trucking  Associations,  Inc. 
and  the  International  Brotherhood  of 
Teamsters,  as  well  as  a  number  of 
insurance  companies,  supported  the 
proposal  to  include  such  intercorporate 
hauling  under  these  rules.  In  fact,  these 
latter  commenters  suggest  that  all 
private  carriage  should  be  included 
under  these  rules.  Section  30(a)  of  the 
Motor  Carrier  Act  of  1980  clearly 
precludes  the  inclusion  of  strictly 
private  carriage.  However,  it  is  believed 
that  intercorporate  hauling  which  had 
been  considered  by  the  ICC  as  for-hire 
carriage  prior  to  enactment  of  the  Motor 
Carrier  Act  of  1980  and  which  now  is 
exempted  from  ICC  jurisdiction 
pursuant  to  an  express  provision  in  the 
Motor  Carrier  Act  (section  9),  should  be, 
and  was  intended  to  be,  covered  by 
DOT’S  safety  regulation  imder  section 
30.  In  this  regard,  we  note  that  the 
Department’s  safety  jurisdiction  and  the 


Federal  Motor  Carrier  Safety 
Regulations  (49  CFR  Parts  390-399) 
promulgated  under  that  jurisdiction 
extend  to  private  carriage. 

It  is  believed  that  Section  30(a)(1)  was 
intended  to  apply  equally  to  for-hire  and 
intercorporate  hauling  situations. 

Clearly  the  scope  of  section  30  is  beyond 
that  which  is  regulated  by  the  ICC. 

Notice,  in  point  of  fact,  that  section  29  of 
the  Motor  Carrier  Act  speciffcally 
provides  that  the  ICC  retains 
jurisdiction  with  respect  to  insurance 
over  ICC  regulated  carriers;  however  the 
ICC  is  precluded  from  requiring  levels  of 
financial  responsibility  which  are  less 
than  those  established  by  the  Secretary 
of  Transportation  pursuant  to  the 
provisions  of  section  30.  It  is  believed 
that  the  legislative  history  of  section  30, 
as  discussed  more  fully  in  the  NPRM 
indicates  the  intent  of  the  Congress  that 
the  financial  responsibility  requirements 
established  pursuant  to  section  30 
should  reach  broadly.  It  was  the  intent 
of  the  Congress  that  section  30  should 
serve  to  prevent  a  deterioration  in  safety 
which  some  had  argued  would  occur  as 
a  result  of  the  freer  entry  permitted 
under  the  Motor  Carrier  Act.  As  a 
remedial  legislative  measure  section  3Q 
should  be  interpreted  broadly. 

Furthermore,  it  is  believed  that  it  is 
equitable  to  treat  intercorporate  hauling 
similarly  to  for-hire  carriage.  This  will 
serve  to  keep  these  two  segments  of  the 
industry  on  a  relatively  equal  footing  in 
this  one  respect.  ’The  NITL  indicates  that 
there  is  a  s^ng  policy  consideration 
suggesting  that  section  30(a)  should  not 
be  applied  to  “compensated  > 
intercorporate  hauling.”  This  argument 
appears  to  be  based  upon  the  example 
of  cargo  liability.  The  point  appears  to 
be  that  Federal  requirements  in  that 
area  are  uimecessary  because  the 
“carrier”  is  carrying  for  itself  and  can 
best  guard  against  cargo  loss.  Section  30 
does  not  deal  with  cargo  liability  and 
the  public  to  be  protected  shares  no 
such  special  relationship  with  any 
segment  of  the  industry  whether  injured 
by  a  for-hire,  private,  or  intercorporate 
carrier.  The  MTL’s  assertion  that  “these 
firms  (intercorporate  haulers)  already 
carry  insurance  coverages  in  the  normal 
operation  of  their  business,  just  as 
private  carriers  carry  the  necessary 
insurance,”  is  not  supported  by  the  NITL 
submission  and  does  not  address  the 
problem  discussed  below. 

The  Bureau’s  view  is  that  there  is  a 
stronger  policy  consideration  for  the 
purposes  of  section  30,  in  treating 
intercorporate  hauling  similar  to  for-hire 
carriage  rather  than  to  private  carriage. 
In  the  instance  of  a  public  liability 
insurance  requirement  it  must  be 
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remembered  that  there  is  an  important 
distinction  between  carriage  by  one 
member  of  a  corporate  family  for 
another  member  of  that  corporate  family 
and  carriage  by  a  division  of  a  company 
for  that  company. 

Private  carriage  is  that  carriage 
performed  by  a  nontransportation 
service  entity.  In  the  case  of  private 
carriage,  liability  which  may  attach  to 
the  entity  as  a  result  of  a  commercial 
motor  vehicle  accident  could  be 
satisfied  from  the  nontransportation 
assets  of  the  entity.  In  the  instance  of 
intercorporate  hauling,  the  entity  has 
divided  itself  into  separate  corporate 
entities.  Regardless  of  the  other 
beneficial  reasons  for  adopting  such  a 
structure,  one  result,  in  some  instances, 
could  be  to  shield  the  parent  and  other 
subsidiaries  from  liability  for  the  claims 
against  the  transportation  unit.  In  this 
regard,  intercorporate  hauling  is  more 
like  for-hire  carriage  than  private 
carriage.  For  this  reason,  the  Bureau’s 
position  is  that  there  is  a  stronger  policy 
argument  in  the  area  of  public  liability 
insurance  for  maintaining  that 
intercorporate  hauling  should  be  treated 
as  for-hire  carriage  rather  than  private 
carriage. 

Lastly,  with  respect  to  policy 
considerations,  the  Bureau  notes  that  as 
a  safety  matter  it  is  irrelevant  whether  a 
commercial  motor  vehicle  is  owned  and 
operated  by  a  for-hire  carrier,  an 
intercorporate  hauler,  or  a  private 
carrier.  While  section  30(a)  is  clear  that 
its  provisions  do  not  extend  to  private 
carriers,  section  30(e)  of  the  Act 
specifically  requires  the  Secretary  to 
report  to  the  Congress  making 
recommendations  with  respect  to  the 
need  for  further  legislation  related  to 
financial  responsibility.  While  the 
Secretary  has  not  yet  completed  this 
report  nor  formulated  any 
recommendations  to  accompany  it,  the 
issue  of  the  private  carriage  exemption 
will  be  addressed.  The  analysis  above, 
however,  may  well  explain  why 
Congress  exempted  private  carriage 
from  the  requirements  of  section  30(a).  It 
is  the  position  of  the  Bureau  in  this 
rulemaking  simply  to  state  that,  as 
currently  drafted,  and  given  the  current 
information  available  to  the  Bureau,  it 
makes  more  sense  to  treat 
intercorporate  haulers  as  for-hire 
carriers  rather  than  private  carriers. 

In  bulk — ^To  eliminate  any 
misunderstanding  of  the  term  "in  bulk  ", 
the  proposed  interim  deHnition  of  “in 
bulk  (except  Class  A  and B  explosives)" 
now  means  the  transportation,  as  cargo, 
of  property  in  containment  systems  with 
capacities  in  excess  of  3,500  water 
gallons.  This  change  now  coincides  with 


the  language  of  Section  30  and  the  intent 
of  the  Congress.  The  term  “in  bulk 
(Class  A  explosives)"  has  been 
interpreted  to  include  Class  B  explosives 
as  well,  and  the  interim  dehnition  has 
been  eliminated.  The  potential  danger 
presented  by  both  Class  A  and  Class  B 
explosives  is  well  known.  The  DOT’S 
hazardous  materials  regulations  require 
that  motor  vehicles  transporting  either 
class  of  explosives,  in  any  quantity,  be 
placarded.  In  line  with  this  rule  and  in 
the  interest  of  satisfactorily  protecting 
the  public,  the  term  “in  bulk  (Class  A 
and B  explosives)”  will  mean  the 
transportation,  as  cargo,  of  any  Class  A 
and  B  explosive(s)  in  any  quantity. 

Public  liabilty — ^The  definition  as 
proposed  in  the  NPRM  has  been 
changed  to  encompass  the  necessary 
and  reasonable  protection  required 
under  the  Act  for  bodily  injury,  property 
damage,  and  environmental  restoration. 
By  redefining  the  term  "public  liability” 
as  it  now  appears  in  the  rule,  the  intent 
of  the  required  endorsement  (Form 
MCS-90)  is  made  clear. 

Financial  Responsibility  Required 
(§  387.7) 

Congress  clearly  mandated  that  no 
motor  carrier  subject  to  the  Act  will 
operate  a  motor  vehicle  until  the  motor 
carrier  as  obtained  and  has  in  effect  the 
minimum  levels  of  financial 
responsibility  as  required  by  the 
Secretary. 

The  NPRM  rules  would  have  required 
simultaneous  cancellation  of  the 
endorsement  (Form  MCS-90)  and  the 
policy  to  which  it  is  attached.  This 
requirement  has  been  deleted  from  the 
final  rule  to  ease  the  burden  on  private 
motor  carriers  who  may  cease 
transporting  hazardous  materials  for 
any  of  several  reasons  (e.g.,  a  private 
motor  carrier  may  cease  to  manufacture 
or  process  the  hazardous  materials  or 
the  motor  carrier  may  hire  another 
motor  carrier  for  that  part  of  its 
transportation  needs).  In  those 
situations,  a  private  motor  carrier  would 
no  longer  be  subject  to  the  rules  of  this 
part  and,  therefore,  would  no  longer 
need  the  endorsement,  but  it  may 
possibly  still  need  a  policy  of  insurance 
or  surety  bond  to  comply  with  State 
requirements. 

The  NPRM  also  proposed  a  30-day 
cancellation  period  to  commence  to  run 
on  the  day  that  such  notice  is  received 
by  either  party.  The  NPRM  proposed  the 
30-day  cancellation  period  based  on  the 
reporting  requirements  of  the  ICC.  The 
ICC  requires  that  an  insurer  file  a 
cancellation  notice  with  it,  and  that  the 
30-day  cancellation  period  not 
commence  until  the  notice  is  received  by 
the  ICC.  This  method  serves  as  a  source 


of  verification  of  receipt.  In  comments 
received  on  the  NPRM,  and  at  a  public 
meeting  held  with  representatives  of  the 
insurance  industry,  it  was  suggested  that 
a  35-day  cancellation  period  be  used. 
Since  the  BMCS  has  no  reporting 
requirements  such  as  the  ICC's  and  only 
the  insurer  and  the  motor  carrier  are 
affected,  the  35-day,  rather  than  the  30- 
day,  notice  period  is  a  reasonable 
alternative.  The  extra  5  ddys  should 
guarantee,  in  most  cases,  that  the  notice 
is  received  30  days  prior  to  cancellation. 
As  a  reasonable  protection  to  the 
insured  and  the  insurer,  a  statement  has 
been  added  that  proof  of  mailing  will  be 
sufficient  proof  of  notice. 

Exception.  The  rule  allows  the  motor 
carrier  the  right  to  obtain  adequate 
coverage  for  a  finite  period  of  time  (e.g. 
coverage  by  binder )  to  cover  any  lapse 
in  continuous  compliance  without 
triggering  the  35-day  cancellation 
requirement.  This  will  afford  assurance 
that  the  public  is  protected. 

Policies  of  insurance  and  surety  bonds 
may  be  replaced  by  other  policies  of 
insurance  or  surety  bonds.  The  liability 
of  the  retiring  insurer  or  surety,  as  to 
events  after  the  termination  date,  shall 
be  considered  as  having  terminated  on 
the  effective  date  of  the  replacement 
policy  of  insurance  or  surety  bond  or  at 
the  end  of  the  35-day  cancellation 
period.  It  is  felt  that  this  will  give  motor 
carriers  greater  latitude  to  shop  the 
insurance  marketplace  for  better  rates 
and/or  services  while  still  affording 
adequate  protection  to  the  public. 

The  regulations  require  that  an 
endorsement(s)  (discussed  above)  be 
attached  to  a  policy  of  insurance  for  the 
purpose  of  providing  notice  to  the 
general  public  that  all  criteria  of  Section 
30  have  been  met. 

A  surety  bond  (Form  MCS-82)  could 
be  obtained  in  lieu  of  a  policy(s)  of 
insurance  and  the  required  insurance 
endorsement(s)  (Form  MCS-90).  The 
endorsement(s]  and  the  surety  bond 
form  will  alleviate  the  oftentimes 
confusing  translation  and  interpretation 
of  an  insurance  policy  of  surety  bond 
because  they  provide  a  clearly  written 
single  page  verification  of  the  motor 
carrier’s  coverage.  Additionally,  it  is 
believed  that  this  requirement  will  not 
create  a  significant  paperwork  burden 
on  the  insurance  industry,  as  it  is 
estimated  that  the  time  required  for  an 
insurer  to  complete  either  the 
endorsement  form  or  the  surety  bond 
form  will  be  approximately  3  minutes. 
An  estimated  200,000  carriers  will  come 
under  these  new  regulations;  of  those, 
approximately  30  percent  will,  for  one 
reason  or  another,  cancel  their  policies 
or  bond  in  any  given  year.  Therefore,  an 
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estimated  260,000  endorsements  will  be 
generated  in  the  first  year.  Based  on  this 
formula,  it  is  estimated  that 
approximately  13,000  burdenhours  will 
be  required  of  the  insurance  industry  to 
complete  the  paperwork  requirements  of 
this  regulation. 

The  proof  of  financial  responsibility, 
whether  it  be  an  endorsement(s) 
attached  to  a  policy  of  insurance,  or  a 
surety  bond,  will  be  required  to  be 
maintained  at  a  motor  carrier’s  principal 
place  of  business.  This  proof  must  be 
available  to  the  public  for  review  upon 
reasonable  request.  Such  availability 
meets  the  intent  of  Congress  to  provide 
protection  to  the  public.  It  will  also 
provide  the  assurance  needed  by  an 
owner-operator  leasing  a  motor  vehicle 
to  the  motor  carrier  that  the  minimum 
levels  of  financial  responsibility  have 
been  met  by  the  motor  carrier. 

Financial  Responsibility,  Minimum 
Levels  (§  387.9) 

The  NPRM  proposed  a  sliding 
schedule  of  limits  based  on  the  number 
of  power  units  controlled  by  a  motor 
carrier.  That  is,  small  carriers  (those 
with  four  or  fewer  power  units)  were 
initially  scheduled  to  be  responsible  for 
the  lowest  limits  as  prescribed  in  the 
Act  for  the  first  year.  During  the  second 
year,  it  was  proposed  that  these  levels 
be  adjusted  upward  to  an  intermediate 
level.  At  the  end  of  the  two-year  phase- 
in  period  the  limits  mandated  in  Ae  Act 
would  be  required. 

The  rationale  for  proposing  that  smaH 
carriers  be  allowed  a  graduated  phase- 
in  over  two  years  was  threefold: 

1.  In  the  Motor  Carrier  Act,  the 
Congress  directed  the  Secretary  to 
consider  the  impact  of  the  regulation  on 
small  businesses; 

2.  Congress  recently  passed  the 
Regulatory  Flexibility  Act  (Pub.  L  96- 
354,  September  19, 1980;  5  U.S.C.  601  et 
seq.)  which  provides  for  a  more  flexible 
regulatory  approach  for  small 
businesses;  and 

3.  Comments  received  from  small 
motor  carriers  and  small  insurance 
companies  indicated  that  they  would  be 
forced  out  of  business  if  faced  with  the 
highest  limits  inunediately. 

It  was  also  indicated  in  the  draft 
regulatory  evaluation  and  the  initial 
regulatory  flexibility  analysis  that 
medium  and  small  insurance  companies 
may  be  forced  to  drop  the  business  of 
underwriting  liability  coverage  for  motor 
carriers  if  the  higher  limits  are  imposed 
as  of  July  1, 1981.  The  primary  reason  for 
withdrawing  from  this  area  of 
underwriting  would  be  the  inability  to 
secure  sufficient  reinsurance  treaty 
protection  at  the  higher  limits.  Also, 
certain  States  have  requirements  that 


preclude  an  insurance  company  from 
underwriting  coverage  in  excess  of  10 
percent  of  its  surplus  (policyholder 
premium  retention).  These  requirements 
might  greatly  curtail  participation  of 
medium  and  small  insurance  companies 
in  the  underwriting  of  motor  carrier 
insurance. 

As  proposed  in  the  NPRM,  large  motor 
carriers  (those  with  five  or  more  power 
units)  were  scheduled  to  carry  the 
maximum  limits  as  prescribed  in  the  Act 
from  the  onset.  The  comments  received 
from  the  large  motor  carriers  in  response 
to  the  ANPRM  indicated  that  acquiring 
the  coverage  to  meet  the  highest  limits 
would  present  no  problems  nor  would  it 
cause  a  disruption  of  services.  This 
proposal  was  further  justified  by 
comments  received  from  the  large 
insurance  companies  who  initially 
indicated  that  they  would  have  no 
problem  providing  the  highest  limits. 

One  commenter  who  took  exception 
to  the  belief  that  the  insurance  industry 
could  easily  handle,  from  the  onset,  the 
highest  limits  was  the  ALA.  In  its 
comments,  the  ALA  indicated  that  time 
was  needed  to  prepare  for  the  potential 
surge  of  new  motor  carriers  requiring 
new  limits  of  financial  responsibility.  It 
further  explained  that  the  two  year 
phase-in  was  needed  to  make  it  possible 
for  the  insurance  industry  to  move  in  the 
most  orderly  fashion  possible  toward 
meeting  the  coverage  requirements  of 
motor  carriers  with  the  smallest  possible 
impact  on  either  the  motor  carrier  or 
insurance  industries. 

Comments  filed  in  response  to  the 
NPRM  indicated  that,  upon  further 
research,  the  large  insurance  companies 
found  that  the  impact  may  be  greater 
than  they  had  originally  anticipated.  In 
the  comments  received  from  the 
majority  of  large  insurers,  it  is  evident 
that  there  is  a  great  deal  of  concern  as 
to  what  impact  the  highest  limits,  if 
required,  would  have  upon  their 
industry. 

The  primary  concern  expressed  by 
almost  all  insurance  companies  and 
representative  associations  was  the 
need  for  more  time  to  deal  with  the 
administration  of  the  new  regulations.  It 
was  made  clear  that  the  proposed 
regulation  created  confusion  by 
differentiating  between  small  and  large 
motor  carriers  on  the  basis  of  the 
number  of  power  units  operated. 
Potential  insurers  stated  that  they  would 
be  unable  to  know  on  a  daily  basis 
whether  an  insured  motor  carrier  has 
rented,  leased  or  hired  an  extra  power 
unit  to  meet  some  special  demand  of  the . 
business.  In  some  cases  the  use  of  an 
extra  power  unit  would  change  the 
motor  carrier’s  status  from  small  to  large 
and  would  in  turn  increase  the  financial 


responsibility  coverage  required  five¬ 
fold,  from  $1  million  to  $5  million  in 
^ome  instances.  In  response  to  this 
particular  confusing  issue,  most 
insurance  companies  indicated  that  they 
would  be  forced  to  write  policies  for  the 
highest  limits  so  as  to  protect 
themselves  fi'om  the  unknown  changes 
in  their  insured’s  status. 

It  was  also  reque'sted  by  the  insurance 
industry  that  the  minimum  statutory 
limits  be  adopted  for  the  full  two  year 
period  to  minimize  exposure  fixtm 
possible  errors  and  omissions  and  to 
allow  the  industry  time  to  establish 
operating  parameters  that  would  be 
within  the  scope  of  the  Act. 

Less  than  10  percent  of  the  trucking 
industry’s  72  comments  received  in 
response  to  the  NPRM  generally  favored 
the  proposed  schedule  of  limits.  The 
American  Trucking  Associations  Inc. 
(ATA)  was  among  those  favoring  the 
proposed  limits  with  the  exception  of 
the  lowered  limits  for  small  carriers.  In 
its  comments,  the  ATA  strongly  urged 
the  adoption  of  the  highest  limits  for  all 
carriers  regardless  of  size.  This 
argument  was  based  upon  several 
factors.  The  primary  basis  for  their 
contention  was  the  results  of  a 
questionnaire  sent  to  501  motor  carriers 
in  an  effort  to  determine  current 
insurance  practices.  A  majority  of  the 
respondents  to  the  survey  indicated  that 
they  already  have  coverage  equal  to  or 
greater  than  the  highest  limits 
prescribed  by  the  Act. 

The  ATA  also  stated  the  belief  that 
reduction  of  the  statutory  limits  could 
affect  the  public  safety  and  that  such  a 
reduction  is  not  needed  to  prevent  a 
serious  disruption  in  transportation 
service.  Finally,  the  ATA  went  on  to 
point  out  that  it  is  not  a  question  of  fleet 
size  when  an  accident  occurs  on  the 
highways,  because  generally  only  one  of 
a  motor  carrier’s  vehicles  is  involved  in 
each  occurrence.  As  indicated  in  the 
comments  from  both  the  insurance  and 
the  motor  carrier  industries,  the 
proposal  to  differentiate  between  large 
and  small  carriers  did  not  meet  with 
favorable  response. 

Due  consideration  was  given  to 
whether  lowering  the  limits  would  affect 
the  public  safety,  as  suggested  by  the 
ATA.  It  was  determined  that,  if  any 
limits  above  the  minimums  were 
required  and  the  insurance  industry,  as 
they  have  stated,  could  not  provide  the 
coverage,  one  of  two  things  would 
happen;  either,  (1)  many  motor  carriers 
would  be  forced  out  of  business,  or  (2) 
they  would  risk  driving  without 
coverage.  The  latter  is  certainly  not  in 
the  interest  of  public  safety. 
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Consideration  was  also  given  to  the 
question  of  whether  a  reduction  of  limits 
would  prevent  a  serious  disruption  in 
transportation  service.  Based  on  the 
comments  from  the  insurance  industry 
and  many  small  carriers  (other  than 
those  in  the  ATA  survey)  it  is  evident 
that  the  implementation  of  any  limits 
above  the  minimums  would  indeed  have 
a  serious  affect  on  transportation 
service  since  the  insurance  industry  is 
unable  to  provide  the  coverage  and  the 
small  carriers  maintain  that  they  could 
not  afford  it. 

It  is  deemed  both  reasonable  and 
responsible  to  establish  limits  the 
insurance  industry  will  be  able  to 
provide  and  motor  carriers,  large  and 
small,  will  be  able  to  afford.  With  all 
things  considered,  primarily  the  public 
safety,  as  intended  by  the  Congress,  the 
limits  established  by  this  rulemaking 
action  will  generally  be  the  lowest 
levels  permitted  by  the  Act,  for  the  full 
two-year  phase-in  period.  By 
establishing  the  lowest  limits,  the  public 
will  be  afforded  protection  which  is 
substantially  greater  than  required  in 
the  past  by  either  the  ICC  or  any  of  the 
individual  States,  and  access  to  that 
coverage  will  be  more  affordable  to 
motor  carriers  which  will  prevent  a 
serious  disruption  in  transportation 
service.  Finally,  by  establishing  the 
lowest  limits,  more  insurance  companies 
will  be  able  to  provide  the  required 
coverage  and  this  in  turn  will  afford  the 
motor  carriers  a  greater  marketplace  in 
which  to  shop  for  coverage. 

Hence,  for  the  first  and  second  year, 
motor  carriers,  depending  upon  the 
commodity  transported,  will  be  required 
to  maintain  the  levels  as  set  forth  in  the 
Schedule  of  Limits  (§  387.9). 

A  lengthy  discussion  concerning  the 
minimum  levels  of  financial 
responsibility  required  for  tow  truck 
operators  was  presented  in  the  NPRM.  It 
was  proposed  at  that  time  that  the 
appropriate  level  of  financial 
responsibility  would  depend  upon  the 
type  of  cargo  in  or  on  the  disabled 
vehicle  at  the  time  of  towing.  The 
Interstate  Towing  Association 
responded  to  the  NPRM  clearly  stating 
that  tow  truck  operators  would  have  no 
choice  but  to  refuse  to  tow  vehicles 
transporting  hazardous  materials 
because  they  would  be  unable  to  afford 
the  coverage  required.  It  is  apparent  that 
it  would  not  be  in  the  interest  of  the 
public  safety  to  allow  a  disabled  vehicle 
which  contains  a  hazardous  material  to 
sit  idle  on  the  roadside  if  tow  truck 
operators  refuse  to  remove  it.  As  stated 
in  the  NPRM,  tow  truck  operations,  by 
their  very  nature,  must  be  considered 
“emergency  services.”  A  tow  truck 


performing  such  an  emergency  service 
typically  operates  with  warning  lights 
flashing  and  at  a  relatively  slow  rate  of 
speed.  In  the  interest  of  public  safety  it 
has  been  determined  that  tow  truck 
operators,  in  the  act  of  removing  a 
vehicle  from  the  roadway,  regardless  of 
the  cargo  in  or  on  the  vehicle  being 
towed,  will  be  considered  to  be 
transporting  property  (nonhazardous), 
and  will  be  required  to  maintain  the 
levels  of  financial  responsibility  set 
forth  for  that  category  in  the  Schedule  of 
Limits. 

The  subject  of  the  transportation  of 
small  quantities  of  hazardous  materials 
has  been  raised  in  comments  by  the 
National  Oil  Jobbers  Council  (NOJC) 
and  the  American  Fertilizer  Institute 
(AFI).  They  expressed  concerns  about 
small  motor  carrier  operations  such  as 
farmers  hauling  nurse  tanks  and  the 
“mom  and  pop”  operations,  who  for  the 
most  part  transport  hazardous  materials 
in  cargo  tanks  with  capacities  of  less  the 
3,500  water  gallons.  Under  the  proposed 
rules,  these  operations  would  have  been 
required  to  maintain  the  highest  levels 
of  hnancial  responsibility.  It  was  made 
clear  in  the  comments  that  these  small 
operations  could  not  bear  the  expense  of 
the  highest  limits.  In  addition  to  the 
comments,  the  AFI  submitted  data 
which  revealed  that  the  accident  history 
of  the  small  farm  service  operations  is 
not  indicative  of  a  need  for  the  highest 
limits. 

In  response  to  the  needs  of  these 
small  operations,  it  has  been  decided  to 
revise  the  dehnition  of  “in  bulk"  which 
can  be  found  in  Section  387.5.  This 
revision  will  not  affect  public  safety  and 
will  prevent  a  serious  disruption  in 
transportation  service  as  it  relates  to 
these  groups. 

Congress  directed  the  Secretary  to 
establish  minimal  levels  of  financial 
responsibility  sufficient  to  satisfy 
liability  amounts  covering  public 
liability,  property  damage,  and 
environmental  restoration  for  the 
transportation  of  hazardous  materials 
(named  by  the  Secretary)  by  motor 
vehicle  in  interstate  or  intrastate 
commerce.  The  House  Committee  on 
Public  Works  and  Transportation 
provided  specific  guidance  to  the 
Secretary  in  its  report  to  the  Whole 
House  (H.R.Rept.  98-1069,  p.  44).  The 
Committee  is  quoted  below: 

With  respect  to  the  hazardous  materials 
not  subject  to  the  $5,000,000  minimum,  the 
minimum  level  of  financial  responsibility  that 
can  be  established  by  the  Secretary  is 
$1,000,000.  The  Committee  wants  to 
emphasize  its  strong  belief  that  many  of  these 
hazardous  materials  should  also  be  subject  to 
at  least  a  $5,000,000  minimum,  especially 
hazardous  materials  in  bulk.  However,  the 


Secretary  was  given  the  discretion  to  set  the 
minimum  level  as  low  as  $1,000,000  in 
recognition  of  the  fact  that  some  of  the 
materials  on  the  Department's  hazardous 
materials  list  may  not  require  a  $5,000,000 
minimum.  For  instance,  the  list  included 
burlap  bags  and  charcoal  briquettes.  These 
are  examples  of  items  which  would  not 
appear  to  require  a  $5,000,000  minimum, 
especially  when  not  transported  in  bulk. 

It  is  clear  that  Congress  intended  the 
Secretary  to  name  many  hazardous 
materials,  not  mentioned  in  subsection 
(b)(2)  of  section  30,  and  require  a  $5 
million  minimum  for  them  when 
transported  in  bulk.  Because  of  the 
limited  time  available  and  the 
substantial  amount  of  time  needed  to 
review  the  thousands  of  hazardous 
materials  however,  the  Secretary  has 
decided  that  these  materials  will  be 
subject  to  the  $500,000/$!  million 
minimum  until  specific  commodity 
determinations  can  be  made,  if 
necessary,  to  require  different  levels  of 
coverage.  The  Department  solicits 
information  identifying  any  hazardous 
materials  which,  because  of  their  risk  or 
hazard,  should  be  required  to  carry 
different  limits  of  liability  coverage. 

Finally,  the  definition  of  oil  has  been 
clarified  in  the  Schedule  of  Limits 
(§  387.9)  to  make  clear  that  the  oils 
which  are  covered  by  category  (3)  of  the 
schedule  are  those  oils  which,  because 
of  the  risk  or  hazard  they  pose,  appear 
in  the  Department’s  Hazardous 
Materials  Table  located  at  49  CFR 
172.101. 

QualiHcations  (§  387.11)  (Deleted) 

The  NPRM  contained  a  proposal  that 
would  allow  a  motor  carrier  to  be  a  self- 
insurer.  It  also  contained  a  proposal  that 
would  allow  a  motor  carrier  to  use 
“other  securities  or  agreements”  to 
satisfy  the  financial  responsibility 
requirements  of  Section  30  of  the  Motor 
Carrier  Act  of  1980  so  long  as  those 
securities  or  agreements  would  afford 
the  security  for  the  protection  of  the 
public  contemplated  by  the  Act. 

The  language  regarding  “other 
securities  or  agreements”  used  in  the 
NPRM  was  taken  from  the  rules  and 
regulations  promulgated  by  the  ICC  and 
currently  in  effect  (49  CFR  1043.5).  The 
legislative  history  of  the  Interstate 
Commerce  Act  has  been  researched  as 
has  that  of  the  Motor  Carrier  Act  of 
1980.  No  mention  of  what  was  meant  by 
“other  securities  or  agreements”  was 
made  in  the  legislative  histories  of  either 
Act.  It  is  also  interesting  to  note  that 
since  the  inception  of  the  ICC  rule 
covering  this  area,  no  motor  carrier  has 
applied  for  consideration  of  “other 
securities  or  agreements”  to  satisfy  the 
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financial  responsibility  requirements  of 
the  ICC.  In  view  of  the  above,  it  has 
been  decided  that  applications  for 
approval  of  “other  securities  or 
agreements”  will  not  be  accepted. 

The  alternative  of  self-insurance  to 
obtaining  a  policy  of  insurance  (even 
one  with  a  high  deductible)  or  a  surety 
bond  has  raised  special  problems.  The 
principal  problem  is  how  to  guarantee 
payment  of  unspeciHed  liabilities  for  at 
least  5  years  in  the  future.  It  is  not 
uncommon  for  complex  personal  injury 
or  environmental  restoration  claims  to 
take  up  to  5  years  to  pass  through  all 
available  legal  processes  prior  to 
payment.  In  fact,  relatively  small 
damage  claims  may  take  2  years  from 
the  time  they  are  Hied  until  they  are 
settled  and  paid. 

When  a  person  obtains  self-insurance 
authority  the  public  has  no  protection 
for  any  outstanding  claims  if  that  person 
should  subsequently  encounter  financial 
difficulty.  In  order  for  the  government  to 
ensure  that  a  change  in  a  self-insurer’s 
financial  condition  does  not  pose  a 
possibility  that  injured  parties  will  go 
uncompensated  as  a  result  of  such  a 
change,  the  government  would  have  to 
undertake  periodic  audits  and  require 
certain  reporting  or  filings,  in  addition  to 
the  initial  application.  This  is  what  is,  in 
fact,  done  by  State  insurance 
commissions,  which  currently  grant  self- 
insurance  authority  for  much  lower 
levels  of  Hnancial  responsibility  and  by 
surety  companies  in  the  analogous 
situation  of  writing  surety  bonds. 

There  is  evidence  that  well-known 
entities  can  encounter  financial 
reversals  within  a  5-year  or  shorter 
period.  Most,  if  not  all,  of  these 
companies  were  able  to  obtain  credit 
months  or  several  years  prior  to 
encountering  dire  financial  trouble.  A 
governmental  agency  cannot  be 
expected  to  predict  future  solvency 
more  efficiently  than  major  lending 
institutions,  stock  brokers,  and 
investors. 

It  must  be  recognized  that  a  self- 
insurer  is,  in  effect,  operating  as  an 
insurance  company.  This  means,  among 
other  things,  that  the  self-insured  motor 
carrier  must  set  aside  substantial  claims 
reserves  and  establish  a  claims  handling 
capability  within  the  company.  When 
the  extensive  controls,  safeguards  and 
regulations  existing  for  insurance 
companies  are  acknowledged,  the 
problems  inherent  with  self-insurance 
become  obvious. 

At  this  time  it  might  be  well  to 
mention  the  difference  between  “self- 
insurance”  and  “self-retention.”  When 
“self-insurance”  is  involved,  there  is  no 
security  for  the  protection  of  the  public 
other  than  the  self-insured’s  financial 


strength,  whereas  “self-retention” 
involves  a  motor  carrier  and  its  insurer 
agreeing  between  themselves  that  the 
motor  carrier  will  be  responsible  for 
claims  up  to  an  amount  specifically 
agreed  upon.  In  effect,  this  is  a  large 
deductible.  However,  the  insurer  does 
issue  the  prescribed  regulatory  form 
and,  accordingly,  is  fully  liable  for  all 
claims  to  the  public.  This  is  a  very 
common  practice  for  large  motor 
carriers,  and  is  permitted  by  these  rules. 

Another  major  item  to  be  reviewed 
when  considering  self-insurance  is  the 
saving  of  substantial  monies.  The  ICC 
has  considered  this  whenever  reviewing 
a  self-insurance  application.  Unless  a 
motor  carrier  could  present  evidence 
that  self-insurance  would  produce 
substantial  savings,  any  request  for  self- 
insurance  approval  would  be  refused.  A 
motor  carrier  is  required  by  the  ICC  to 
demonstrate  that  it  thoroughly  analyzed 
all  other  available  avenues  of  insurance 
or  surety  programs.  Examples  of  these 
programs  would  be  the  use  of  a  high 
deductible  or  an  open-end  retrospective 
plan  with  a  very  low  minimum  and  a 
very  high  maximum.  Such  programs 
would  allow  a  motor  carrier  to  handle 
the  bulk  of  its  own  claims,  yet  the 
insurer  would  make  any  required  filings 
at  no  extra  charge.  In  such  instances, 
self-insurance  authority  would  provide 
no  savings  to  the  motor  carrier. 
Conversely,  it  is  felt  that  there  may  be 
no  need  for  Federal  involvement  in  this 
area. 

Surety  bonds  are  also  available  for 
motor  carriers  with  good  financial 
statements  who  desire  to  process  their 
own  claims.  The  premium,  or  service 
charge,  assessed  by  smety  companies 
for  these  bonds  is  nominal  in  relation  to 
the  total  claim  expenditures.  However, 
the  saving  of  a  bond  premium  only 
would  be  insufficient  justification  to 
grant  self-insurance  authority  and 
jeopardize  the  public’s  protection 
afforded  by  the  surety  bond. 

The  ICC  has  granted  a  limited  number 
of  motor  carriers  the  authority  to  self- 
insure.  It  is  interesting  to  note  that  such 
authority  is  for  a  limited  amount  per 
claim,  with  a  requirement  that  the  motor 
carrier  maintain  excess  insurance  for 
claims  above  the  self-insiu^d’s 
retention.  Also  of  interest  is  the  fact  that 
no  such  self-insured  has  a  retention  at  or 
above  the  minimum  limits  of  liability 
required  by  these  rules.  It  is  also 
important  to  note  that  the  evidence  of 
excess  insurance  filed  with  the  ICC  is 
not  made  via  a  regulatory  form  but 
rather  via  an  insurance  company  form  of 
certificate  of  insurance.  Such  a 
certification  provides  only  limited 
protection  to  the  public  as  all  the  policy 


limitations,  exclusions,  and  conditions 
are  applicable  unlike  a  regulatory  form 
of  certification. 

Section  30  of  the  Act  does  refer  to  the 
possible  use  of  self-insurance  as  a 
means  of  compliance  with  it.  *rhe  BMCS 
is  afraid  that  the  implementation  of  a 
self-insurance  program  will  require 
substantial  commitment  of  resources 
over  and  above  what  is  currently 
available.  Further,  it  is  believed  that  a 
number  of  viable  alternatives  exist 
which  would  adequately  safeguard  the 
public  while  providing  motor  carriers 
with  considerable  flexibility. 

It  is  recognized  that  self-insurance 
could  be  a  viable  alternate  way  of 
providing  the  required  levels  of  financial 
responsibility.  In  response  to  question 
No.  10  of  the  ANPRM,  regarding  self- 
insurance,  most  of  the  commenters  did 
not  ofier  definitive  information 
concerning  the  criteria  that  should  be 
used  when  considering  a  self-insurance 
application.  Most  commenters  agreed 
that  the  BMCS  should  be  “conservative” 
in  approving  applications  for  self- 
insurance.  None  favored  voluntary 
compliance.  Most  favored  a  requirement 
that  self-insurers  deposit  securities.  The 
BMCS,  therefore,  specifically  solicits 
comments,  data,  and  detailed 
information  concerning  this  matter. 
Answers  to  the  following  specific 
questions  are  sought. 

1.  Considering  the  economic 
conditions  that  must  be  faced  by  motor 
carriers  today,  is  self-insurance  a  viable 
alternative  to  “pure”  insurance,  self¬ 
retention,  or  surety  bonds? 

2.  Specifically,  what  criteria  should  be 
used  in  considering  an  application  for 
self-insurance  (e.g.,  net  worth,  cash 
flow,  liquid  assets,  current  and  long 
term  liabilities,  claims  handling 
capability,  costs  involved  in  the 
administration  of  a  self-insiu'ance 
program,  etc.)? 

3.  Is  the  deposit  of  securities  or 
irrevocable  letters  of  credit  necessary  to 
successfully  administer  a  self-insurance 
program  that  will  adequately  protect  the 
public?  Please  explain. 

4.  If  security  deposits  are  considered 
necessary,  are  there  any  legal  or 
technical  problems  likely  to  be 
encountered  by  the  Government  when 
accepting  such  security  deposits? 

5.  What  mechanisms  and  structures 
might  be  developed  to  successfully 
implement  and  administer  a  self- 
insurance  program? 

6.  What  audit  procedures  should  be 
established,  both  for  financial 
statements  and  claims  handling, 
including  adequacy  of  reserves? 

7.  Can  specific  examples  of  self- 
insurance  programs  be  cited  that  would 
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bf  applicable  to  the  needs  of  the  motor 
carrier  industry  and  would  satisfy  the 
intent  of  section  30  of  the  Act? 

Comments  and  information  received 
in  response  to  this  request  will  be 
incorporated,  as  appropriate,  in  the 
Secretary’s  report  to  the  Congress 
pursuant  to  section  .30(e)  and  will  also 
be  used  to  determine  whether  a  new 
rulemaking  action  should  be  initiated. 

State  Authority  and  Designation  of 
Agent  (§  387.11) 

The  regulations  state  that  a  policy  of 
insurance  or  surety  bond  will  only 
satisfy  the  financial  responsibility 
requirements  of  this  part  if  the  insurer  or 
surety  furnishing  the  policy  or  bond  is: 

(a)  legally  authorized  to  issue  such 
policies  or  bonds  in  each  State  in  w'hich 
the  motor  carrier  operates: 

(b)  legally  authorized  to  issue  such 
policies  or  bonds  in  the  State  in  which 
the  motor  carrier  has  its  primary  place 
of  business  or  domicile,  and  is  willing  to 
designate  a  person  upon  whom  process, 
issued  by  or  under  the  authority  of  any 
court  having  jurisdiction  of  the  subject 
matter,  may  be  served  in  any  proceeding 
of  law  or  equity  brought  in  any  State  in 
which  the  motor  carrier  operates;  or 

(c)  legally  authorized  to  issue  such 
policies  or  bonds  in  any  State  of  the 
United  States  and  eligible  as  an  excess 
or  surplus  lines  insurer  in  any  State  in 
which  business  is  written  and  is  willing 
to  designate  a  person  upon  whom 
process,  issued  by  or  under  the  authority 
of  any  court  having  jurisdiction  of  the 
subject  matter,  may  be  served  in  any 
proceeding  at  law  or  equity  brought  in 
any  State  in  which  the  motor  carrier 
operates. 

The  only  change  to  the  proposed  rules 
is  the  addition  of  subparagraph  (c)  of 
this  section.  It  is  the  Department’s  view 
that  the  inclusion  of  insurers  authorized 
by  any  Stale  of  the  United  States  and 
eligible  as  an  excess  or  surplus  lines 
insurer  in  any  State  in  which  business  is 
written  will  enlarge  the  marketplace  in 
which  motor  carriers  will  be  able  to 
purchase  the  required  coverage. 
Additionally,  it  allows  those  insurers  the 
opportunity  to  enter  the  motor  carrier 
insurance  market. 

Forms  (§  387.15) 

F.ndorsements  for  policies  of 
insurance  (Form  MCS-90)  and  surety 
bonds  (Form  MCS-82)  may  be  in  the 
form  prescribed  in  the  two  attachments. 
Both  forms  may  specify  that  coverage 
thereunder  will  remain  in  effect 
continuously  until  terminated  and  may 
be  issued  in  the  exact  name  of  the  motor 
carrier.  Both  forms  are  currently  under 
review  by  the  Office  of  Management 
and  Budget  according  to  the  Paperwork 


Reduction  Act  of  1980.  Final  action  on 
these  forms  by  OMB  is  expected  by  July 
1, 1981. 

The  BMCS  recognizes  the  problem 
that  the  insurance  industry  will  have  in 
trying  to  get  the  required  endorsements 
into  the  hands  of  its  motor  carrier 
clients.  Time  is  needed  to  satisfy  the 
endorsement  requirement.  In  view  of 
this,  the  BMCS  does  not  intend  to 
enforce  the  requirement  that  motor 
carriers  have  the  endorsement(s) 
attached  to  their  policies  of  insurance 
for  90  days  from  either  the  effective  date 
of  July  1, 1981  or  the  date  OMB  approves 
the  forms,  whichever  is  later. 

It  should  be  understood  that  this  is  in 
no  way  a  relaxation  of  the  minimum 
levels  of  financial  responsibility.  All 
motor  carriers  must  have  the  required 
minimum  levels  of  financial 
responsibility  as  of  July  1, 1981. 

The  DOT  believes  that  good  cause 
exists  for  not  providing  30  days  'ace 
prior  to  the  effective  date  of  this  i  ul 
Section  30  of  the  Motor  Carrier  Act  of 
1980  provides  that  certain  minimum 
levels  of  financial  responsibility  will  be 
required  of  motor  carriers  on  July  1, 1981 
unless  the  Secretary  has  established 
different  levels  by  then.  These  statutory 
limits  are  higher  than  those  prescribed 
in  this  rule.  The  trucking  and  insurance 
industries  would  encounter  serious 
hardship  if  they  were  to  be  required  to 
obtain  and  provide  one  level  of  financial 
responsibility  on  July  1, 1981  and 
another  level  soon  thereafter.  As  stated 
above,  the  Bureau  does  not  intend  to 
enforce  the  requirement  that  motor 
carriers  have  the  required  endorsements 
attached  to  their  policies  of  insurance 
for  90  days.  This  policy  should 
substantially  mitigate  the  impact  of  this 
rule  becoming  effective  July  1, 1981. 

In  consideration  of  the  foregoing.  Title 
49,  Code  of  Federal  Regulations,  Subtitle 
B,  Chapter  III  is  amended  by 
establishing  a  new  Part  387  as  set  forth 
below. 

(Catalog  of  Federal  Domestic  Assistance 
Program  Number  20.217,  Motor  Carrier 
Safety) 

Issued  on  June  8, 1981. 

Kenneth  L.  Pierson, 

Director,  Bureau  of  Motor  Carrier  Safety. 

Part  387  is  added  to  read  as  follows: 

PART  387— MINIMUM  LEVELS  OF 
FINANCIAL  RESPONSIBILITY  FOR 
MOTOR  CARRIERS 

Sec. 

387.1  Purpose  and  scope. 

387.3  Applicability. 

387.5  Definitions. 

387.7  Financial  responsibility  required. 

387.9  F'inancial  responsibility,  minimum 
levels. 


Sec. 

387.11  State  authority  and  designation  of 
agent. 

387.13  Fiduciaries. 

387.15  Forms. 

387.17  Violation  and  penalty. 

Authority:  Sec.  30.  Pub.  L.  96-296.  94  Stat. 
793:  Sec.  108(b)(5),  Pub.  L.  96-510,  94  Stat. 

2767;  23  U.S.C.  315;  49  CFR  1.48  and  301.60. 

§  387.1  Purpose  and  scope.  ^ 

This  part  prescribes  the  minimum 
levels  of  financial  responsibility 
required  to  be  maintained  by  motor 
carriers  of  property  operating  motor 
vehicles  in  interstate,  foreign,  or 
intrastate  commerce.  The  purpose  of 
these  regulations  is  to  create  additional 
incentives  to  motor  carriers  to  maintain 
and  operate  their  vehicles  in  a  safe 
manner  and  to  assure  that  motor 
carriers  maintain  an  appropriate  level  of 
financial  responsibility  for  motor 
vehicles  operated  on  public  highways. 

§  387.3  Applicability. 

(a)  This  part  applies  to  for-hire  motor 
carriers  operating  motor  vehicles 
transporting  property  in  interstate  or 
foreign  commerce. 

(b)  This  part  applies  to  motor  carriers 
operating  motor  vehicles  transporting 
hazardous  materials,  hazardous 
substances,  or  hazardous  wastes  in 
interstate  or  intrastate  commerce. 

(c)  Exception.  (1)  The  rules  in  this  part 
do  not  apply  to  those  motor  vehicles 
that  have  a  gross  vehicle  weight  rating 
(GVWR)  of  less  than  10,000  pounds. 

(2)  The  rules  in  this  part  do  not  apply 
to  the  transportation  of  nonbulk  oil, 
hazardous  materials,  substances,  or 
wastes  in  intrastate  commerce. 

§  387.5  Definitions. 

As  used  in  this  part — Accident — 
includes  continuous  or  repeated 
exposure  to  the  same  conditions 
resulting  in  public  liability  which  the 
insured  neither  expected  nor  intended. 

Bodily  injury — means  injury  to  the 
body,  sickness,  or  disease  including 
death  resulting  from  any  of  these. 

Cancellation  of  insurance — the 
withdrawal  of  insurance  coverage  by 
either  the  insurer  or  the  insured. 

Endorsement — an  amendment  to  an 
insurance  policy. 

Environmental  restoration — 
restitution  for  the  loss,  damage,  or 
destruction  of  natural  resources  arising 
out  of  the  accidental  discharge, 
dispersal,  release  or  escape  into  or  upon 
the  land,  atmosphere,  watercourse,  or 
body  of  water  of  any  commodity 
transported  by  a  motor  carrier.  This 
shall  include  the  cost  of  removal  and  the 
cost  of  necessary  measures  taken  to 
minimize  or  mitigate  damage  or 
potential  for  damage  to  human  health. 
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the  natural  environment,  fish,  shellfish, 
and  wildlife. 

Evidence  of  security — a  surety  bond 
or  a  policy  of  insurance  with  the 
appropriate  endorsement  attached.  ' 

Financial  responsibility — the 
financial  reserves  (e.g.,  insurance 
policies  or  surety  bonds]  sufficient  to 
satisfy  liability  amounts  set  forth  in  this 
part  covering  public  liability. 

For-hire  carriage — transportation  of 
property  by  motor  vehicle  except 
when — 

(1)  the  property  is  transported  by  a 
person  engaged  in  a  business  other  than 
transportation;  and 

(2)  the  transportation  is  within  the 
scope  of,  and  furthers  a  primary 
business  (other  than  transportation)  of, 
the  person. 

In  bulk — the  transportation,  as  cargo, 
of  property,  except  Class  A  and  B 
explosives  and  poison  gases,  in 
containment  systems  with  capacities  in 
excess  of  3,500  water  gallons. 

In  bulk  (Class  A  and  B  explosives) — 
the  transportation,  as  cargo,  of  any 
Class  A  or  B  explosive(s)  in  any 
quantity. 

In  bulk  (poison  gas) — the 
transportation,  as  cargo,  of  any  poison 
gas  in  any  quantity. 

Insured  and  principal — the  motor 
carrier  named  in  the  policy  of  insurance, 
surety  bond,  endorsement,  or  notice  of 
cancellation,  and  also  the  fiduciary  of 
such  motor  carrier. 

Insurance  premium — the  monetary 
sum  an  insured  pays  an  insurer  for 
acceptance  of  liability  for  public  liability 
claims  made  against  the  insured. 

Motor  carrier — a  common,  contract, 
or  private  carrier  of  property  by  motor 
vehicle. 

Property  damage — damage  to  or  loss 
of  use  of  tangible  property. 

Public  liability — ^liability  for  bodily 
injury  or  property  damage  and  includes 
liability  for  environmental  restoration. 

§  387.7  Financial  responsibility  required. 

(a)  No  motor  carrier  shall  operate  a 
motor  vehicle  until  the  motor  carrier  has 
obtained  and  has  in  effect  the  minimum 
levels  of  financial  responsibility  as  set 
forth  in  §  387.9  of  this  part. 

(b) (1)  Policies  of  insurance,  surety 
bonds,  and  endorsements  required 
under  this  section  shall  remain  in  effect 
continuously  until  terminated. 
Cancellation  may  be  effected  by  the 
insurer  or  the  insured  motor  carrier 
giving  35  days'  notice  in  writing  to  the 
other.  The  35  days’  notice  shall 
commence  to  run  from  the  date  the 
notice  is  mailed.  Proof  of  mailing  shall 
be  sufficient  proof  of  notice. 

(2)  Exception.  Policies  of  insurance 
and  surety  bonds  may  be  obtained  for  a 


finite  period  of  time  to  cover  any  lapse 
in  continuous  compliance. 

(c)  Policies  of  insurance  and  surety 
bonds  required  under  this  section  may 
be  replaced  by  other  policies  of 
insurance  or  surety  bonds.  The  liability 
of  the  retiring  insurer  or  surety,  as  to 
events  after  the  termination  date,  shall 
be  considered  as  having  terminated  on 
the  effective  date  of  the  replacement 
policy  of  insurance  or  surety  bond  or  at 
the  end  of  the  35  day  cancellation  period 
required  in  paragraph  (b)  of  this  section, 
whichever  is  sooner. 

(d)  Proof  of  the  required  financial 
responsibility  shall  be  maintained  at  the 
motor  carrier’s  principal  place  of 
business.  The  proof  shall  consist  of — 

(1)  and  “Endorsement(s)  for  Motor 
Carrier  Policies  of  Insurance  for  Public 


§  387.1 1  State  authority  and  designation 
of  agent. 

A  policy  of  insurance  or  surety  bond 
does  not  satisfy  the  financial 
responsibility  requirements  of  this  part 
unless  the  insurer  or  surety  furnishing 
the  policy  or  bond  is — 

(a)  Legally  authorized  to  issue  such 
policies  or  bonds  in  each  State  in  which 
the  motor  carrier  operates;  or 

(b)  Legally  authorized  to  issue  such 
policies  or  bonds  in  the  State  in  which 
the  motor  carrier  has  its  principal  place 
of  business  or  domicile,  and  is  willing  to 
designate  a  person  upon  whom  process, 
issued  by  or  under  the  authority  of  any 
court  having  jurisdiction  of  the  subject 
matter,  may  be  served  in  any  proceeding 
at  law  or  equity  brought  in  any  State  in 
which  the  motor  carrier  operates;  or 

(c)  Legally  authorized  to  issue  such 
policies  or  bonds  in  any  State  of  the 
United  States  and  eligible  as  an  excess 
or  surplus  lines  insurer  in  any  State  in 
which  business  is  written,  and  is  willing 
to  designate  a  person  upon  whom 
process,  issued  by  or  under  the  authority 
of  any  court  having  jurisdiction  of  the 
subject  matter,  may  be  served  in  any 
proceeding  at  law  or  equity  brought  in 


Liability  Under  Section  30  of  the  Motor 
Carrier  Act  of  1980”  (Form  MCS-90) 
issued  by  an  insurer(s];  or 

(2)  a  “Motor  Carrier  Surety  Bond  for 
Public  Liability  Under  Section  30  of  the 
Motor  Carrier  Act  of  1980”  (Form  MCS- 
82)  issued  by  a  surety 

(e)  The  proof  of  minimum  levels  of 
financial  responsibility  required  by  this 
section  shall  be  considered  public 
information  and  be  produced  for  review 
upon  reasonable  request  by  a  member  of 
the  public. 

§  387.9  Financial  responsibility,  minimum 
levels. 

The  minimum  levels  of  financial 
responsibility  referred  to  in  §  387.7  of 
this  part  are  hereby  prescribed  as 
follows; 


any  State  in  which  the  motor  carrier 
operates. 

§  387.13  Fiduciaries. 

The  coverage  of  fiduciaries  shall 
attach  at  the  moment  of  succession  of 
such  fiduciaries. 

§  387.15  Forms. 

Endorsements  for  policies  of 
insurance  (Illustration  I]  and  surety 
bonds  (Illustration  II]  must  be  in  the 
form  prescribed  by  the  BMCS  and 
approved  by  the  0MB.  Endorsements  to 
policies  of  insurance  and  surety  bonds 
shall  specify  that  coverage  thereunder 
will  remain  in  effect  continuously  until 
terminated,  as  required  in  §  387.7  of  this 
part.  The  endorsement  and  surety  bond 
shall  be  issued  in  the  exact  name  of  the 
motor  carrier. 

§  387.17  Violation  and  penalty. 

Any  person  (except  an  employee  who 
acts  without  knowledge)  who  knowingly 
violates  the  rules  of  this  part  shall  be 
liable  to  the  United  States  for  civil 
penalty  of  no  more  than  $10,000  for  each 
violation,  and  if  any  such  violation  is  a 
continuing  one,  each  day  of  violation 
will  constitute  a  separate  o^ense.  The 


Schedule  of  Limits— Public  Liability 

[Freight  vehicles  with  gross  vehicle  weight  rating  of  10,000  pounds  or  more] 

Type  of  carriage 

Commodity  transported 

Single  limit  requvemeni 

July  1. 1981  July  1.  1983 

$500  000 

$750  000 

(2)  For  hire  and  private.. 

nated  by  the  letter  E  in  the  first  column  of  the  Hazardous 
Materials  Table  found  at  49  CFR  172.101,  transported  in 
cargo  tanks,  portable  tanks,  or  hopper-type  vehicles  with 
capabilities  in  excess  of  3,500  water  gallons:  or  in  bulk  Class 
A  and  B  explosives,  poison  gas  (Poison  A),  liquefied  com- 
,  pressed  gas,  compressed  gas,  or  large  quantity  radioactive 

materials  as  defined  in  49  CFR  173.389. 

1,000,000 

5.000,000 

(3)  For  hire  and  private.. 

.  Oil  listed  in  49  CFR  172.101;  hazardous  waste,  hazardous 

materials  and  hazardous  substances  defined  in  49  CFR  171.8 
and  listed  in  49  CFR  172.101,  but  not  mentioned  in  (2)  above. 

500,000 

1.000,000 
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amount  of  any  such  penalty  shall  be 
assessed  by  the  Director,  Bureau  of 
Motor  Carrier  Safety,  by  written  notice. 
In  determining  the  amount  of  such 
penalty,  the  Director  shall  take  into 
account  the  nature,  circumstances, 
extent,  the  gravity  of  the  violation 
committed  and,  with  respect  to  the 
person  found  to  have  committed  such 
violation,  the  degree  of  culpability,  any 
history  of  prior  offenses,  ability  to  pay, 
effect  on  ability  to  continue  to  do 
business,  and  such  other  matters  as 
justice  may  require. 


BILLING  CODE  4910-22-M 


Federal  Register  /  Vo!.  46,  No.  112  /  Thursday.  June  11, 1981  /  Rules  and  Regulations 


Form  MCS  -  90  [ILLUSTRATION  I]  Form  Approved 

(7/81)  OMBNo. 

ENDORSEMENT  FOR 

MOTOR  CARRIER  POLICIES  OF  INSURANCE  FOR  PUBLIC  LIABILITY 
UNDER  SECTION  30  OF  THE  MOTOR  CARRIER  ACT  OF  1980 


_ DEFINITIONS  AS  USED  IN  THIS  ENDORSEMENT _ 

ACCIDENT  InctucMs' continuous  or  repeated  exposure  to  the  seme  conditions  resulting  in  public  lleblllty  which  the  Insuipd  neither  exoected  nor  (nleno< 
BODILY  INJURY  meens  injurv  to  the  body,  sickness  or  disease  Including  death  resultirrg  from  any  of  these. 

ENVIRONMENTAL  RESTORATION  means  restitution  for  the  loss,  damage  or  destruction  of  natural  resources  arising  out  of  the  accidental  dis 
charge,  dispersal,  release  or  escape  into  or  upon  the  land,  atmosphere,  watercourse  or  body  of  water  of  any  commodity  transported  by  a  motor  carrier. 

This  shall  include  the  cost  of  removal  and  the  cost  of  necessary  measures  taken  to  minimize  or  mitigate  damage  or  potential  for  damage  to  human  health, 
the  natural  environment,  fish,  shellfish  and  wildlife. 

PROPERTY  DAMAGE  means  damage  to  or  loss  of  use  of  tangible  property. 

PUBLIC  LIABILITY  means  liability  for  bodily  injury  or  property  damage  end  includes  liability  for  environmental  restoration. 


The  policy  to  which  this  endorsement  is  attached  is  an  insurance  policy  providing  automobile  liability  irtsurance  and  is  amended  to  assure  complierKe  by  th- 
insured,  within  the  limits  stated  herein,  as  a  motor  carrier  of  property,  with  Section  30  of  the  Motor  Carrier  Act  of  1980  and  the  rules  and  regulations  o<  the 
Federal  Highway  Administration's  Bureau  of  Motor  Carrier  Safety. 

In  consideration  of  the  premium  stated  in  the  policy  to  which  this  endorsement  it  attached,  the  Insurer  (the  Company)  agrees  to  pay,  within  the  limits  of 
liability  described  herein,  any  final  judgment  recovered  against  the  insured  (or  public  liability  resultirrg  from  rtegligence  in  the  operation,  maintenartce  or  use 
of  motor  vehicles,  regardless  of  whether  such  motor  vehicles  are  specifically  described  in  the  polrcy  or  rsot  and  whether  or  rtot  occurring  on  the  route  or  in 
the  territory  authorized  to  be  served  by  the  insured  or  elsewhere.  Such  insurance  as  is  afforded  (or  public  liability  does  rtot  apply  to  injury  to  or  death  of  the 
insured's  employees  while  engaged  in  the  course  of  their  employment,  or  property  transported  by  the  insured,  designated  as  cargo. 

Within  the  limits  of  liability  herein  described,  it  it  understood  and  agreed  that  no  condition,  provision,  stipulation,  or  limitation  contairted  in  the  policy,  o* 
any  other  endorsement  thereon  or  violation  thereof,  or  of  this  endorsement,  by  the  imured,  shall  relieve  the  Company  from  liability  or  from  the  payment  of 
any  such  final  judgment,  irrespective  of  the  financial  responsibility  or  lack  thereof  or  insolverKy  or  bankruptcy  of  the  insured.  However,  all  terms,  condi 
tions,  and  limitations  in  the  policy  to  which  this  endorsement  is  attached  are  to  remain  in  full  force  and  effect  as  birtding  between  the  insured  and  the 
Company,  and  the  insured  agrees  to  reimburse  the  Company  for  any  payment  made  by  the  Company  on  account  of  any  accident,  claim,  or  suit  involvittg  s 
breach  of  the  terms  of  the  policy,  and  (or  any  payrrtent  that  the  Company  would  rtot  have  been  obligated  to  make  urtder  the  provisions  of  the  policy  except 
for  the  agreement  contained  in  this  endorsement. 

It  is  understood  and  agreed  that,  upon  failure  of  the  Company  to  pay  any  final  judgment  recovered  against  the  Irtsured  as  provided  herein,  the  judgment 
creditor  may  maintain  an  action  in  any  court  of  competent  jurisdiction  against  the  Company  to  compel  such  payment. 
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The  limits  of  the  Company's  liability  for  the  amounts  provided  in  this  ertdorsement  apply  separately  to  each  accident  and  any  payment  under  the  policy  be 
cause  of  any  one  accident  shali  not  operate  to  reduce  the  liability  of  the  Company  for  the  payment  of  final  judgments  resultirtg  from  any  other  accidont. 
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The  policy  to  which  this  endortement  it  attached  provides  primary  or  excess  insurance,  at  indicated  by  "X",  for  the  limits  shown 

n  This  insurance  it  primary  and  the  Company  shall  not  be  liable  for  amounts  in  exeats  of  S  for  each  accident. 


O  This  insurance  is  excess  and  the  Company  shall  not  ba  liable  for  amounts  in  excess  of  $. 
in  excess  of  the  underlying  limit  of  S  for  each  accident. 


_for  each  accident 


Whanevar  required  by  the  Bureau  the  Company  agrees  to  furnish  the  Bureau  a  duplicate  original  of  said  policy  and  all  its  endorsements.  The  Company 
also  agrees,  upon  telephone  request  by  an  authorized  representative  of  the  Bureau  to  verify  that  the  policy  is  in  force  as  of  a  particular  date.  The 
telephone  number  to  call  ix- 


Cancellation  of  this  endorsement  may  ba  effected  by  the  Company  or  the  insured  by  givirtg  thirty  five  (3S)  days  notice  in  writing  to  the  Other  party, 
nid  thirty  five  (35)  days  notice  to  commence  to  run  from  the  date  notice  is  mailed,  proof  of  mailing  shall  ba  sufficient  proof  of  notice. 


Issued  to , 
Oeted  at  . 


.day  of . 


..  19. 


Amending  Policy  No. , 


Countersigned  by  . 


Authorized  Company  Representative 


The  Motor  Carrier  Act  Of  1980  requires  limits  of  financial  responsibility  according  to  type  o1  carriage  and  commodity  transported  by  the  motor  earner 
It  is  the  MOTOR  CARRIER'S  obligation  to  obtain  the  required  limits  of  financial  responsibility. 

THE  SCHEDULE  OF  LIMITS  SHOWN  BELOW  DOES  NOT  PROVIDE  COVERAGE. 

The  limits  shown  in  the  schedule  are  for  information  purposes  only. 

SCHEDULE  OF  LIMITS 

Public  Liability 

Freight  Vehicles  With  Gross  Vehicle  Weight  Rating  of  10,000  Pounds  or  More 

Single  Limit  Requirement 

_ T ype  of  Carriage _ Commodity  Transported _ July  1,  1981  July  1,  1983 

(1)  For -hire  Property  (non-hazardous) _ $  600,000 _ $  750,000 

<21  For  -  hire  and  Private  Hazardous  substances,  as  defined  In  49  CFR  171.B  and  designated  $1,000,0(K>  $5.000.(X>0 

by  the  letter  E  In  the  first  column  of  the  Hazardous  Materials 
1  Table  found  at  49  CFR  172.101,  transported  In  cargo  tanks, 

portable  tanks,  or  hopper-type  vahlcles  with  capacities  In  excess  of 
3,500  water  gallons;  or  In  bulk  Class  A  and  B  axplosivas,  poison 
gas  (Poison  A),  liquefied  compressed  gat,  compressed  gas,  or  large 
_  quantity  radioactive  materials  at  defined  In  49  CFR  173.389 

(31  For  •  hire  and  Private  OH  listed  In  49  CFR  172.101;  hazardous  waste,  hazardous  materials  I  500.(X>0  tl.OOO.OOO 


and  hazardous  substances  defined  In  49  CFR  171.8  and  listed  In 
49  CFR  172.101,  but  not  mentioned  In  (2)  above 
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Fortn  MCS  -  82 
(7/81) 

MOTOR  CARRIER  PUBLIC  LIABILITY  SURETY  BOND 
UNDER  SECTION  30  OF  THE  MOTOR  CARRIER  ACT  OF  1980 


[ILLUSTRATION  U] 


Form  Approved 
0MB  No. 


PARTIES  SuraTV  Company  and  Principal 

Placa  of  Bminets  Addrats 


Motor  Carriar  Principal,  I.C.C.  Docket  No., 
artd  Principal  Placa  of  Buainaat  Addratt 


PURPOSE 


GOVERNING 

PROVISIONS 

CONDITIONS 


Thia  it  an  agreement  between  the  Surety  and  the  Prirtcipal  under  which  tha  Surety,  itt  auccetsor*  and  attignaes,  agree  to  be  raaponti- 
bla  for  tha  payment  of  any  final  judgment  or  Judgmanti  against  tha  Principal  for  public  liability,  property  damage,  and  anwiroiunental 
restoration  liability  claims  in  the  sums  prescribed  herein,  subject  to  the  governirtg  provisions  and  foMowirtg  conditiotts. 

(1)  Section  30  of  tha  Motor  Carriar  Act  of  1980 

(2)  Rules  end  regulations  of  tha  Federal  Highway  Administration’s  Bureau  of  Motor  Carrier  Safety 

Tha  Principal  is  or  intends  to  become  a  motor  carriar  subject  to  tha  applicabla  governing  provisions  relatirtg  to  finartcial  responsibility 
for  tha  protection  of  tha  public. 

This  bond  assures  compliance  by  the  Principal  with  the  applicable  governing  provisions,  and  shall  inure  to  the  beitef  it  of  any  parson 
or  parsons  who  shall  recover  a  final  jugement  or  judgments  against  tha  Principal  for  public  liability,  property  damage,  or  anvirort- 
mentsl  restoration  liability  claims  (excluding  injury  to  or  death  of  the  Prirtcipal's  employees  while  engaged  in  the  course  of  thair 
employment,  and  loss  of  or  damage  to  property  of  the  Prirtcipal,  and  the  cargo  transportsd  by  the  Prirtcipal).  if  every  final  judgment 
shall  be  paid  for  such  claims  resulting  from  the  negligent  operation,  msintsnartce,  or  use  of  motor  vehicles  in  transportation  subjact 
to  tha  applicabla  governing  provisions,  than  this  obligation  shall  be  void,  otherwise  it  will  remain  in  full  effect. 

Within  tha  limits  describad  herein,  tha  Surety  extends  to  such  losses  regardless  of  whether  such  motor  vahiclos  are  specifically  de¬ 
scribed  herein  and  whether  occurring  on  tha  route  or  In  tha  territory  authorized  to  be  sarvad  by  tha  Prirtcipal  or  elsewhere. 

The  liability  of  the  Surety  for  each  accident  shall  not  excaed  S  artd  shall  bo  a  continuittg  orta  notwith¬ 

standing  any  recovery  hereunder. 

Tha  surety  agrees,  upon  telephone  request  by  an  authorized  representative  of  the  Bureau,  to  verify  that  the  surety  bornt  ia  tot  force  at 
of  a  particular  data.  The  talaphona  number  to  call  is: 

This  bond  Is  affecthra  from  (12:01  a.m.,  ttartdard  tima,  at  tha  address  of  tha  Principal  at  stated  heroin) 

and  shall  continue  in  force  until  terminated  at  describad  heroin,  Tha  Prirtcipal  or  tha  Surety  may  at  anytima  terminata  this  bortd  by 
giving  thirty  five  (35)  days  written  notice  as  prescribed  in  tha  applicablo  governing  provisions.  Said  thirty  five  (35)  days  notice  to 
commanca  to  run  from  tha  data  notice  is  mailad.  Proof  of  mailing  shall  be  sufficient  proof  of  notica.  The  Surety  shall  not  be  liable 
for  the  payment  of  any  judgment  or  judgments  against  the  Prirtcipal  for  public  liability,  property  damage,  or  environmental  restora¬ 
tion  claims  resulting  from  accidents  which  occur  aftgr  tha  termination  of  this  bond  as  describad  herein,  but  Such  termination  shall 
ftot  affect  the  liability  of  the  Surety  for  tha  payment  of  any  such  judgment  or  judgments  resultirtg  from  accidents  which  occur  duriitg 
tha  tima  tha  bond  is  in  effect. 


(AFFIX  CORPORATE  SEAL) 


Date 


City 


Surety 

State 


By - 

ACKNOWLEDGMENT  OF  SURETY 

STATE  OF  * _  COUNTY  OF _ 

On  this  day  of _  ,  19  ,  bsfora  me  came  —  . 

who,  being  by  me  duly  sworn,  did  depose  end  say  that  ha  resides  in  ;  that  ha  is  the 

of  the _ _ _ 

the  corporation  describad  in  and  which  executed  the  foregoing  instrument;  that  he  knows  the  seal  of  said  corporation,  that  the  seal  affixed  to  said  irtstrument 
is  such  corporate  seal;  that  it  was  so  affixed  by  order  of  tha  board  of  directors  of  said  corporation;  that  he  signed  his  rtame  thereto  by  like  order,  attd  he  duly 
acknowledged  to  me  that  ha  executed  tha  same  for  and  on  behalf  of  said  corporation.  ' 


(OFFICIAL  SEAL) 

Surety  Company  File  So. 
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